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President Raul Alfonsin's last year in office is proving to be a painful one, especially in terms of
the country's unending economic difficulties. Labor and business organizations, opposition parties
and many within the ruling Radical Civic Union party itself, have publicly denounced Alfonsin's
economic team. In the past two weeks, organized labor, business leaders, opposition parties
(including the Peronists and several leftist groups), and several Radical party legislators have called
for the resignation of Economy Minister Juan Sourrouille. The labor movement, or the General
Labor Confederation (CGT), argues that the government's first priority should be protection
of living standards and defense of national sovereignty. The CGT has recommended a foreign
debt moratorium as a first step to begin the economic recovery process. A large proportion of the
business sector is calling for further reductions in public spending, and measures to encourage
foreign investment. Some have demanded freeing and unifying the foreign exchange rate to
eliminate the nearly 20% gap between the official and unofficial rates. At present, the Central
Bank is several months behind in paying state suppliers. Three provincial governments are unable
to meet payrolls. Inflation is running at about 200% per year, and real interest rates are about
40%. The majority of public sector employees are on strike, participating in work slowdowns/
stoppages, or organizing some such action. This year's proposed budget has not yet gone to the
national congress for approval. On the one hand, Peronists and leftist parties claim they will hold
it up in congressional debate for weeks in an effort to make necessary changes. On the other,
government fiscal authorities continue to attempt a balancing act before the budget is submitted.
Tax increases and a major revision of the tax code are still under discussion. Officials admit that
recent tax changes have thus far been largely unsuccessful, given "massive fiscal disobedience." On
April 14, the General Labor Confederation (CGT), staged its 11th general strike since Alfonsin took
office in December 1983. A news magazine estimated the strike cost $280 million in lost wages and
production. The strike action, said the CGT, was in support of public school teachers on strike for
five weeks, and against the government's submission to the "policies of hunger" of the International
Monetary Fund. Among other things, the IMF has demanded that the government reduce its deficit
from nearly 8% in 1987 to 2.9% this year in exchange for financing. Argentina's foreign debt totals
over $54 billion. In recent years, no principal payments have been made, and rescheduling has
led to payments from national coffers of $10 billion instead of the original $20 billion. The rest has
come from more loans. Officials say that the paucity of foreign loans for anything except interest
payments has forced them to finance the deficits internally by selling bonds. This has driven up
interest rates and made credit largely unavailable for other uses. The government's internal debt
is at least $5 billion, and more than $2 billion of that is "dollarized." The latter means that in order
to sell the bonds to local investors the government was obligated to guarantee interest in dollars.
Argentina is currently seeking an agreement with creditor banks and third parties, international
financial institutions, and the US government, in which the foreign debt principal would be reduced
to its real value, and interest rates reduced. The "real value" of the debt principal, say Argentine
officials, is 50% to 60% of face value, the price at which the country's debt paper is presently sold in
secondary financial markets. Official unemployment is only 5.6%, slightly above the historic level
and unusually low for Latin America. The economy is reportedly still growing about equal to the
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1% growth rate recorded in 1987. Real wages continue to decline. An economic institute in Buenos
Aires concluded that disposable income per capita last year was at its second-lowest level in the past
27 years. It was lower only in 1985. On the afternoon of April 18, President Raul Alfonsin defended
the policies of his economic team in a speech to leaders of about 20 business organizations. He said
that the government's policies are oriented toward increasing investment and production. Alfonsin
presented a detailed defense of his government's policies of deregulation and decentralization of
state administration and productive activities, public deficit reduction, export promotion, and price
policies. Regarding a reduction in the fiscal deficit, the president said that "in a sense what we are
doing is heroic, and even risky, since in the public sector we pay salaries that are too low at all levels.
We are therefore risking their continuity in public service. In addition, we have notoriously reduced
investment. "Really, we are making an extraordinary effort. You are aware that deregulation and
privatization are part of a policy that it is as of yet incipient, but nonetheless a firm one. One could
say that [these policies are] being concretized for the first time in this country." With respect to the
business sector's outcry about the "excesses" of the new tax laws, as well as the proposed revision
of the tax system, Alfonsin said he was interested in discussing these matters in a coherent fashion
with representatives of business organizations. (Basic data from DYN, 04/15/88, 04/16/88, 04/18/88;
Prensa Latina, 04/15/88; New York Times, 04/18/88)
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